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construct 
 
Abstract 
Public sector entrepreneurship (PSE) is a relatively new area of enquiry. Though it is now universally agreed 
that the public sector can be entrepreneurial just like its private sector counterpart, it is not clear what makes 
up the PSE construct. The study proposes three dimensions of what makes up PSE. The three are, economic 
facilitation and regulation, the civil-political service agent and commercial market participation. The 
dimensions are based on the different roles the state plays in trying to optimally provide public value to its 
citizens. This study offers a conceptual definition that could more broadly represent PSE. As with any new 
concept, this conceptual framework still has to be tested for efficacy and be validated through future research.  
 
Key words: civil-political, commercial market participation, entrepreneur, government, private sector, public 
sector entrepreneurship  
 
Introduction 
 
Though the concept of Public Sector Entrepreneurship (PSE) has only recently appeared in the mainstream 
entrepreneurship literature (Morris and Jones, 1999), it is now an accepted concept (Klein, Mahoney, 
McGahan and Pitelis, 2010; Windrum and Koch, 2008; Zerbinati and Souitaris, 2005). Governments around 
the world often lament the absence of entrepreneurial behaviour in their public sectors (Ozcan and Reichstein, 
2009; Sadler, 2000; Zerbinati and Souitaris, 2005) and few articles continue to be added to the main stream 
journals every year, since Morris and Jones’ (1999) observation of a dearth in research on PSE. Research in 
the field of PSE is relatively new (Bernier and Hafsi, 2007; Klein et al, 2010). According to Shockley, Frank, 
and Stough (2006) existing theories of public sector entrepreneurship, are inadequate to account for observed 
entrepreneurial behaviour. As confirmed by (Diefenbach, 2011), the existing definitions of entrepreneurship 
in the public sector are limited and diverse, and remain a subject of debate.  
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McGahan, Zelner and Barney (2013) point out that engagement with today’s public interest concerns require 
a conceptualisation of public sector entrepreneurship. In addition, Klein, Mahoney, McGahan and Pitelis 
(2013:23) posit that “progress in analysing public organisations require a clear definition…….. to allow 
results to be measured, to support cultivation of knowledge, skills and incentives to achieve public goals”. 
Differences in definitions or inadequacies in concept constructions are a common occurrence especially with 
regards to most new subjects. This article proposes a conceptual construct of PSE that takes into account 
what we consider to be a broader range of government roles. These roles are categorised into three sub-
constructs based on available literature, especially on seminal works by; (Roberts, 1992; Morris and Jones, 
1999; Hansen and Sebora, 2003; Kearney, Hisrich and Roche, 2008; Klein et al, 2010). This earlier work, 
together with more recent work by other scholars was consulted to come up with the co-elements used to 
frame the broader construct.  
 
The earlier work, for example of (Shockley et al, 2006) did address the limited theories of public sector 
entrepreneurship by integrating Kirznerian entrepreneurship with Buchanan and Tullock’s constitutional 
political economy to move toward a more adequate theory of public sector entrepreneurship. However the 
focus or outcome of this work was to prove the existence of PSE or show that the public sector can be 
entrepreneurial. Moore (1995) observed that entrepreneurship in the public sector can take many forms and 
contribute to public interest.  This study integrates these “many forms” to come with a broader conceptual 
definition of PSE.  It takes into account the work of (Shockley, et al, 2006; Zerbinati and Souitaris, 2005) 
who came up with five distinct entrepreneurial agents in the public sector; (Klein et al, 2010)’s, four levels 
of analyzing the public sector; (Boyett, 1996; Kearney et al, 2008)’s development of a public sector 
“corporate entrepreneurship model” and (Mazzucato, 2013)’s “entrepreneurial state” literature. This study 
acknowledges the broad nature of PSE, which includes, economic, civic and political roles by the state. These 
are repackaged to have an operational conceptual PSE construct.   
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The article will present a brief methodology first, then a literature review before presenting the proposed 
conceptual construct and a conclusion. Public sector entrepreneurship will be used interchangeably with 
public entrepreneurship. The same applies to government and state.  
 
Methodology 
This is a concept paper wholly based on literature. The literature is generated through the following searches, 
Google scholar, Ebsco, Gale, ProQuest’s and Emerald. Word searches used to generate reference literature 
included, (1) public sector entrepreneurship, (2) public sector innovations, (3) government entrepreneurship, 
(4) state entrepreneurship, (5) the new government and (6) the entrepreneurial organisation. 
From these searches, articles mainly in management / entrepreneurship and economic sciences and public 
management journals were generated; articles were also generated from government and government 
agencies as well as research institutions. There might be limitations to the search engines consulted as well 
as the word searches used, and this is an accepted possible weakness of this study. However, the search 
engines used are regarded highly in academic circles, hence their choice. Not referring to or not 
acknowledging some other work which some scholars deem important, by omission or other reasons, where 
this is the case is also accepted as a weakness. For example, social entrepreneurship was left out, as it is 
deemed to be the domain of the private sector with government providing the enabling environment. 
 
The article does not try to define PSE in terms of innovation, risk taking, proactivity, strategic renewal and 
so on. All dimensions are treated as a given and as part of the proposed conceptual definition of PSE. 
 
Literature review  
There is no entrepreneurship without the entrepreneur. The review will therefore start by introducing political 
economics before analysing the role of the entrepreneur. It will then analyse public sector entrepreneurship 
by diagnosing the different roles the state plays in governance and the delivery of goods and services.  
The paper acknowledges that public interests may not easily be isolated from private interests and vice versa 
and as pointed out by (Klein et al, 2010:5), “the alignment of individual objectives into public interests is a 
complex problem”. The aim of public sector entrepreneurship is to fulfil public interest (Klein et al, 2010). 
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That is, for any government, the citizens’ welfare are its primary constituent. It is the state’s mission to 
maximise welfare value, whether this is provided directly by the state or indirectly through the private sector 
or third sector organisations. Public value is shared by all actors in society and it is the outcome of all resource 
allocation decisions (EC, 2013a).  
 
Political economics and entrepreneurship 
Which-ever way a government is organised, a democracy, autocracy, monarchy, republic or hybrid of any of 
these, it will find that there are “economic interests” it has to satisfy if it is to achieve its objectives. Failure 
to do so or to reconcile the “must” and the “want” will lead eventually to electoral defeat if changing the 
government through an election is possible (Legge and Hindle, 2004). Since the economy is a subsystem of 
human society it becomes paramount for government to carefully balance and prioritise social, political and 
economic “musts” and “wants”.  As pointed out by (Legge and Hindle, 2004) this may lead to governments 
subsidising entrepreneurs or protecting them from competition by tariff, quotas and preferential purchasing 
policies, even when it could be argued that the same results could have been achieved at a lower cost by 
allowing market forces to complete the tasks. The interrelationships and interconnectedness of the social, 
political and economic issues cannot be overemphasised. On the other hand, according to (Yu, 1997) neo 
classical theorists argue that entrepreneurial government intervention often yield negative impacts such as 
distortions in price mechanisms, inefficient production and corruption. 
                                                                                            
Entrepreneurship is widely regarded as a solution to macro-economic problems of stagnation or recession 
and consequently many governments are actively seeking ways to promote and encourage it among their 
citizens to realise economic growth and accelerate the generation and application of innovative ideas,   
(Hansen and Sebora, 2003; Kropp and Zolin, 2008; Covin and Slevin, 1991). This importance of 
entrepreneurship in the political economy is emphasised by Kirzner (2008) who notes that entrepreneurship 
should be recognised as a scarce, valuable resource for which economic models should better begin to take 
careful account of. This resource, together with capital in its human and physical form, determine economic 
outcomes (Henrekson and Douhan, 2008). Governments the world over are operating in fast changing 
environments, where the roles they play are becoming more and more complex due to increased demands 
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placed on them by their citizenry and global economics. As pointed out by Zerbinati and Souitaris (2005) in 
this turbulent environment, national funds are being reduced, services are becoming more costly and taxes 
cannot be significantly raised. In order to cope with change, entrepreneurship is a means for government 
entities to transform and serve their constituencies more effectively (Mack, Green and Vedl 2008). 
 
Public sector entrepreneur roles  
 
Morris and Jones (1999) defined public sector entrepreneurship as the process of creating value for citizens 
by bringing together unique combinations of public and/or private resources to exploit social opportunities. 
This definition is inclusive of the different approaches that have been explored so far and will be used as the 
working definition of this article. The value created, be it economic or non-economic, tangible or non-
tangible, is derived from “unique resource combinations”. Value creation comes, not only from the 
identification but also the exploitation of those opportunities. The “social opportunities” are viewed here as 
any unsatisfied needs (gaps) that the citizenry may have, whether of an economic, social or political nature.  
When these gaps have been satisfactorily acted upon (value creation), through innovative solutions, public 
entrepreneurship would have taken place. In building the PSE concept it is important to first of all understand 
the role played by the public sector entrepreneur. It should be pointed out that, what-ever entrepreneurial 
endeavours (thinking or behaviour) taken by a civil servant or a government employee or agent represents 
state or public sector entrepreneurship. This is because the state formulates and executes its roles primarily 
through its own employees although this may be sub-contacted to third parties. The brief discussion of the 
“public entrepreneur” that follows, represents an insight into individual agents of public sector 
entrepreneurship.  
 
As put across by Bernier and Hafsi (2007:492) try to “separate the dance from the dancer”, entrepreneurship 
and the entrepreneur. The work of Roberts (1992); Currie et al,  (2008) and Klein et al (2010) who (all) 
present types or roles of the public sector entrepreneurs is analysed and used to conceptualise the PSE 
construct. Roberts (1992); Kropp and Zolin (2008) distinguish four types of entrepreneurs, namely; policy, 
bureaucratic, executive and political entrepreneurs. Political entrepreneurs are those elected to their positions 
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and on the main have administrative responsibilities. According to Holcombe (2002) political 
entrepreneurship occurs when an individual observes and acts on a political (profit) opportunity. 
Schnellenbach (2007) notes that political entrepreneurs introduce political innovations in the process of 
competing for office while policy entrepreneurs are those whose effort is directed at implementing novel 
policies. On the other hand, a public entrepreneur is an individual who is not running for office and whose 
efforts are directed at changing the political perceptions of other individuals without having a well-defined 
policy in mind (Schnellenbach, 2007), that is, providing an alternative to the status quo. Policy innovations 
can be thought of as a subset of political innovations: the direct implementation of novel policies, and political 
innovations that aim at changing the citizens’ viewpoints on political problems. Public agents (civil servants) 
are entrepreneurial when they are alert to change and discover and exploit opportunities (Yu, 1997). If public 
entrepreneurs do not appear, then political innovations do not enter the political arena in the first place, and 
the influence of formal institutions becomes irrelevant (Schnellenbach, 2007). Public servants who work to 
improve the efficiencies and effectiveness of many public institutions (Klein et al, 2010) would fit the 
“bureaucratic label”. Schneider and Teske (1992); Holcombe, (2002) and Schenellenbach (2007) define 
political entrepreneurship as the identification and exploitation of political opportunities for political profit. 
And as pointed out by (Klein et al, 2010) most authors on the political entrepreneur take the Schumpeterian 
perspective of political creativity and innovation. Wawro (2000:4) argue that “they invest time and effort to 
become aware of existing opportunities for enacting legislation that others have failed to notice and combine 
various legislative inputs to exploit these opportunities”.  
 
There are multiple roles individuals and organizations may fulfill in order to take advantage of emerging 
opportunities for entrepreneurial activity while at the same time overcoming the inherent bureaucratic barriers 
to business innovation. According to Currie et al, (2008) the three roles that public entrepreneurs play are as 
a political agents, a stakeholder agents and as an entrepreneurial agents (Table 1). Though individuals may 
display abilities in one or two of these areas, it is the ability to combine and integrate all three agencies that 
make up the public sector entrepreneur (Currie et al, 2008:1006). In relating Roberts, (1992)’s four types of 
entrepreneurs with that of (Currie et al, 2008:1005) the political agency and stakeholder policies stand out. 
With regards to bureaucracy, Caruana et al, (2002) argue that public entrepreneurs overcome it due to their 
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desire to make a difference and at achieving a high level of service to customers.  The same bureaucracy is 
in some cases, part of the state’s system to optimise value creation to its citizens and it is punted (Du Gay 
2000), for its efficiency.  
 
Place Table 1 here 
 
Klein et al, (2010) proposes four levels of analysis in trying to understand public sector entrepreneurship. 
They term these, (1) Rules of the game (2) New public organisations (3) Creative management of public 
resources and (4) Spill over of private actions to the public domain. According to “rules of the game”, public 
entrepreneurship establishes the rules of the game (rules, regulations, policies) to create an entrepreneurial 
climate.  This is the facilitation / regulation role of the state and would relate to the stakeholder agency 
(Table1). The “new public organisation” is the philosophy / formation or restructuring of existing structures 
to better deliver public value (the organisational leadership role of state entrepreneurship). The new public 
management (NPM) philosophy would be accommodated here. In the spill over of private actions to the 
public domain, the state may partner or assign the private sector to deliver public services in an effort to 
optimise its civil-political role. This optimisation may also be viewed as the state’s creative management of 
public resources. In so doing, the state will be facilitating private sector access to public resources. 
 
The contribution we are making to this discourse is that as part of the state’s “creative management of public 
resources” it may utilise these state resources to deliver services commercially to the market place in 
competition with other market players through state owned enterprises (SOEs) / parastatals. We are terming 
this; commercial market participation. The state owns and operates “enterprises or companies that compete 
commercially with the private sector and other public entities.  The state will have a controlling stake or 
100% in shareholding in these commercial enterprises. This study is “adding” the fact that the state can 
entrepreneurially operate commercially, public companies in addition to its civil-political and economic 
facilitation - administrative roles. No study was found to have isolated this important role and combined it 
with the other state roles to provide a wider definition of public sector entrepreneurship. Commercial market 
participation is a historical and current reality.  
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The work of Currie et al, (2008); (Klein et al, 2010) that was briefly analysed is expanded to discuss different 
forms of PSE. 
  
Forms of public sector entrepreneurship  
 
The normal roles that government plays, if performed in innovative, proactive and in a risk taking mode 
(Morris et al, 2008) represent forms or dimensions of public sector entrepreneurship. From the brief 
discussion of the four roles of PSE proposed by Klein et al, (2010) three distinct roles can be identified. 
These are; (1) state as an economic facilitator and regulator, (2) civil-political agency and (3) the state as an 
active commercial and competitive market participant. Klein et al, (2010)’s four roles are regrouped into 
three categories as shown in Table 2. The roles are supported by (Yu 1997) who provide examples of actions 
by the Hong Kong, Taiwan and Singapore governments who did not only strove to create an environment for 
the development of private enterprise, but also acted as the source of economic policy, (economic regulation 
and facilitation) and as proprietors, of industrial and commercial enterprises (commercial market 
participation). The aim of both the facilitation and state operating commercial enterprises would be part of 
the state’s entrepreneurial agency (OECD, 2010). The civil-political role emanates from the fact that 
governments are elected to serve the electorate through the provision of public goods and services that meet 
the citizen’s political, social and economic needs. Failure to do so minimises the chances for re–election to 
public office in a “normal” competitive democratic environment (Vigoda, 2000). Other notable scholars such 
as (Leyden and Link, 2015; Leyden, 2016 and Verheul, Wennekers, Audretsch and Thuric 2001) have 
classified PSE as either direct or indirect. This categorisation can also fit into the three suggested areas; for 
example, the exchange and creative environment suggested by (Leyden, 2016, p559) would fit very well into 
the policy and regulation role. The direct PSE role played by state as a result of it  commanding “a significant 
portion of the country’s output”,  provide it with opportunities to allocate work to the private sector and state 
agencies (itself)  (Luke, Verranne and Kearins, 2010).  Each state role is now discussed in detail beginning 
with economic facilitation and administration. 
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Economic facilitation and administration 
Traditionally the role of government has been viewed as one focused on policy administration: enacting 
appropriate legislation and regulations, ensuring the rules are dully applied and enforced to provide a 
framework for a stable, progressive society. The establishment of an environment conducive to innovative 
and entrepreneurial development is also generally viewed as the task of government from a macro perspective 
(Luke et al, 2010). Economic literature provides plenty of empirical evidence on the relationship between 
economic growth and the creation of new firms (Mas- Verdu, Baviera- Puig & Martinez- Gomez, 2009). One 
of the key roles of government policy in a market-based system is to create an enabling environment for 
entrepreneurship, thereby making an effective contribution to generating employment and economic 
development. An entrepreneurial state has to ensure that business operates within rules that seek to balance 
the need to encourage and promote enterprise and at the same time, protecting wider social interests and the 
public good (Smallbone and Welter, 2008). 
 
Government formulate policies to facilitate and govern economic activities by individual citizens, private 
entities and itself. It designs appropriate policies and programmes that create space for entrepreneurs to 
exploit market opportunities (Leyden, 2016). According to Mahmood and Rufin, (2005) when a country is 
far from the technological frontier, the government can spur economic development through the 
centralization of economic and political control. However as the economy approaches the technological 
frontier, government's role change considerably to make, political and economic freedom necessary. 
Domestic business groups then act as substitutes for governmental intervention, and multinational 
corporations supplement governmental efforts. The state, as government sets the structural and legal 
framework to allow private sector and the 3rd sector to assist it to deliver value to citizens (OECD, 2013), and 
plays a mere facilitating role that allows innovation networks to thrive without restraint (Mahmood and Rufin, 
2005). The state’s role in this regard is to remove unnecessary obstacles for enterprise creation, facilitating 
private sector development and to develop appropriate institutions that protect this private sector 
development. An entrepreneurial government provides positive and continual changes to the ground rules to 
which business must operate (Smallbone and Welter, 2008).  
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Government policies can be considered under two headings; monetary policy and the fiscal/ regulatory 
regime (Legge and Hindle, 2004). Each of these can have a major effect on the prospects for entrepreneurial 
success and the fraction of the population who act entrepreneurially. However, Benson, (2008) argues that 
when the market is subject to regulation, the potential for entrepreneurial discovery may actually be 
enhanced, although importantly it is also re-directed. Regulations introduce errors into markets, and by 
finding ways to circumvent regulations or reduce their impact, entrepreneurs capture some of the rents that 
are supposed to go to members of powerful interest groups.  
 
Examples of economic facilitation and administration 
 
These include creating an adequate legal framework which involves laws relating to property, bankruptcy, 
contracts, commercial activities, taxes, and also developing an institutional framework with the capacity to 
implement it, such as specialised economic courts, a private legal profession and effective enforcement 
mechanisms (Smallbone and Welter 2008; Leyden, 2016). Other economic policy and facilitation roles 
include issues such as, tariffs and trade barriers, inward investment policies, finance supply, customs and 
exercise policies (Wickham, 2006; Minnitti, 2008; Berg-Winberg, 2014) and coordinating the private sector 
investment decisions (Mahmood and Ruffin, 2005). 
 
According to (Kirby, 2003), the public sector provide “hard” and “soft” support, the former (tangible) in the  
form of buildings, money and equipment, and the later (essentially intangible) in the form of education and 
knowledge. Both can have a local, regional or national focus, targeted all stages of the firm life cycle and are 
intended to raise awareness of the opportunities for self-employment, stimulate births, survival and growths 
of firms (Berg-Winberg, 2014). This support would include, the provision of loans, loan guarantee schemes, 
incubation facilities, science parks, general promotion of entrepreneurial behaviour, skills development, 
access to finance, facilitation in company formations (Fuerlinger, Fandl and  Funke, 2015; Kirby 2001; 
OECD 2010).  For example many scholars attribute the success of the Taiwanese economy to the 
government’s role in establishing science and technology policy and then in the creation of research and 
development institutes and technology packs (Ding and Abetti, 2003). Yu (1997) provides examples of Hong 
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Kong, Singapore and Taiwan where the government emphasised a ‘facilitative’ role by creating an 
environment for the development of private enterprise. In these countries, some industries were highly 
subsidised and directed by governments, others experienced policy intervention only intermittently and the 
rest more or less left to take care of themselves within a broad regulatory framework. Entrepreneurs were 
virtually guaranteed against nationalisation, people were motivated to exercise their entrepreneurial spirit and 
exploit their talent and private enterprises were left to function on their own (Yu 1997). 
In South Korea, Hyundai Heavy Industries, (now one of the world’s largest shipbuilding company), was 
created on government instructions in the early 1970s with state-subsidised credit, a protected domestic 
market for its products and a variety of technical assistance acquired from abroad. Similarly, semiconductor 
production by Samsung, Goldstar and Hyundai was also induced as a result of government pressure and 
support, including the identification and funding of the acquisition of foreign technologies and technical 
assistance, heavily subsidised R&D and a protected domestic market (Yu, 1997). One study found that 
between 1971 and 2006, 77 of the 88 most important innovations in the world were funded primarily by 
governments (Block and Keller, 2008). Mazzucato (2013) argues that there is hardly a significant 
technological component of the iPhone, for example that was not funded in its early stages by the government, 
though later commercialized by private enterprise.  
 
Successful entrepreneurial facilitation and administration by the government result in economic development 
of the country. Outcomes may be increased foreign direct investment, increased exports, higher employment 
rates or an overall standard of living in the population. In addition, (Leyden 2016) points out that public 
policies regarding product quality (for example, product safety or efficacy) are also relevant policies from a 
public-sector entrepreneurship perspective. One may argue that whatever facilitation government carries out 
the “end aim” is to satisfy the social, political and economic needs of the population. The issue becomes, 
what role does entrepreneurship play in government’s civil and political service delivery?  
 
Civil - political service agency  
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According to Vigoda, (2000) governments are elected to serve the people and may not be re-elected if they 
fail to accomplish minimum service delivery requirements. Nothing should therefore be more important to 
the state, than to work faithfully and diligently for the sake of society and its members. Caruana et al, (2002) 
point out that there has been a considerable interest directed at achieving a high level of service to customers 
through state entrepreneurship. This is coupled by a desire to achieve higher levels of both efficiency and 
effectiveness in how government services are delivered to the citizens. 
 
Responsiveness of the public sector to citizen’s demands is an important part of performance control since it 
refers to speed and accuracy with which a service provider replies to a request for action or for information. 
Contrary to private sector, public service accuracy must take into consideration, social welfare, equity, equal 
opportunities and fair distribution of “public goods” to citizens (EC 2013a; Diefenbach 2011). Thus, 
transformation addresses the way public value is created (Vigoda, 2000). Denhardt and Denhardt (2000) 
argue that the public sector has undergone a revolution where they aim to be entrepreneurs of a new, leaner 
and increasingly privatised government. And as a result, a number of highly positive changes have been 
implemented in the public sector, including privatisation of previously public functions, holding executives 
accountable for performance goals, establishing of new processes for measuring productivity and 
effectiveness, and reengineering departmental systems to reflect a strengthened commitment to 
accountability (Morris and Jones, 1999; Smallbone and Welter 2008). The government is expected to provide 
public goods to its citizens, such as education, health, public museums, firefighting or symphonies which 
may be partially subsidized by governmental entities and supported by public admission fees (Kropp and 
Zolin, 2008). From an entrepreneurial perspective these demonstrations are a “public opportunity” (gap) 
which needs to be met. However arguments for bureaucratic efficiencies (Du Gay, 2000) exist as well as 
celebrated benefits of the alternative New Public Management (NPM) approaches, espoused by scholars such 
as Christensen and Laegreid, (2016). 
 
Examples of entrepreneurial civil - political service delivery  
It should be pointed out that the services can be provided by government itself or can be outsourced to private 
sector entities. Outsourcing or subcontracting results in the promotion of intermediary organizations or 
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provision of different resources enabling the growth of newly created entrepreneurial initiatives (Mas-Verdu, 
et al, 2009). Examples of this includes instruments like mutual credit guarantee and microfinance schemes 
to traditional bank loans (Minitti, 2008), government resources provided to the SME sector in many countries 
or the bailing out of some  financial sector and automobile firms in the UK and USA in recent recession 
years. The aim was to protect the public against toxic assets, to protect jobs and stimulate economic activity. 
Yu (1997) points out that the public sector seeks to provide public goods such as infrastructure and education, 
which cannot be supplied adequately in private markets. Thomas and Palfrey, (1996) argue that citizens are 
the clients and main beneficiaries of the public sector operation and should be involved in every process of 
service delivery (public sector performance) and performance evaluation. When citizens feel that they are 
being “short changed” by their government, this may result in social or political unrest as currently witnessed 
in many parts of the world. 
 
However hardly any effort has been made to actively obtain external performance indicators such as citizens’ 
opinions of actual public operation and services. It is only when elections are eminent that citizens 
“satisfaction” tends to be important for politicians and worthy of evaluation (Vigoda, 2000). And as observed 
by (Borins, 2000; Schechter, 1995) process improvement, or government reinvention is an example of 
innovations designed to make governmental processes faster, friendlier or more accessible. These initiatives 
involve one stop shopping for recipients of related government services (OECD 2010; EC 2013b).  According 
to the (EC, 2013b) public sector  organisations in Europe have always innovated, both at national, or system-
wide level, and at a more local or institutional level, (what, Verheul et al, 2001), refer to as at micro, meso 
and macro levels). Examples at system level include the development of the modern welfare state in 
numerous European countries, the establishment of social insurance systems in countries like Germany and 
Austria, the development of universal health care services in the UK (the NHS) and the Nordic countries and 
the introduction of innovative digital citizen services, for instance the Estonian citizen card or the Dutch e-
citizen charter (EC, 2013b). 
 The new delivery models based on collaboration between the public sector and citizens to harness the power 
of all parts of the economy is at the heart of better services to citizens (EC, 2013b; Brugidou and Diron, 
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2011). “Entrepreneurship implies an innovative, proactive role for government in steering society toward 
improved quality of life. This includes generating alternative revenues, improving internal processes, and 
developing novel solutions to adequately satisfy social and economic needs” of private enterprise and 
individuals (Morris et al, 2008:103). This is why the public sectors has, for example, been described as 
welfare regimes. It is important to mention that, analysing public sector entrepreneurship without placing it 
in a certain regime may be problematic. Examples would be the Anglo-American welfare regime, new 
economies or economies in transition and welfare regimes of a conservative or Scandinavian kind. These 
distinctions are noted by authors such as Kovalainen and Sundin (2012); Hjorth, (2012) and Christensen and 
Laegreid, (2016).  The type of regime may define more, the extent and characteristics of the “welfarism”. 
This analysis seems to have an Anglo- American bias. 
  
Commercial market participation 
Commercial market participation occurs when the state through state-owned enterprises act as a commercial 
entity in competition with other public / private firms in a particular industry. In this case the state will be 
providing “non-public goods” which are usually the output or products of private firms in a free market 
economic system. The state may do so to increase income pools by entering what it considers as lucrative 
businesses or businesses of strategic national interest.  
 
This approach comes from the recognition by the state that some industries and some products are more 
important for the future growth of the economy than others, and therefore the need to concentrate these 
strategic resources or industries in state hands. Legge and Hindle (2004) point out that from antiquity until 
the mid-1980s, it was considered normal for government to finance, own and operate key industries. Various 
grounds were cited for this phenomena and in some cases the government itself was the major customer and 
there seemed to be no reason to expect the private sector to be more responsive or efficient than the 
government-operated business. Where natural monopolies like water and electricity supply are concerned, a 
private industry would normally under invest unless promised adequate profits through regulation. A 
government owned business may provide a more reliable supply at a lower cost than a private business simply 
by accepting a lower profit rate or an investment may be made on social grounds by a government where the 
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returns are too low to attract commercial investment. As argued by (Legge and Hindle, 2004) innovation and 
economic development may not proceed unless the physical infrastructure is provided, and those who wait 
for market forces to build their air fields, roads, electricity supply systems and communications infrastructure 
will wait for a long time. Wickham, (2006), point out that, the bigger the public sector, the more it tends to 
“crowd out” private entrepreneurs, plus, the bigger it is, the more it needs to be paid for through taxes. This 
justifies the role by the state to compete with private entities in the market for the provision of goods and 
services. This article will not go into the argument in (North, 1990; Olson, 2000) of whether the state as an 
entrepreneur compliments production or crowds out the private sector.  
 
Examples of state commercial market participation 
Examples of government interventionist policies includes the state developing new industries, conquering 
new export markets and upgrading technological capabilities. The state may target key industries such as 
ship building, automobiles, steel and computers regarded vital to the national economy, by providing 
incentives for R & D, cheap funds for investment and undertake massive infrastructure investment, as 
happened in Japan, and South Korea (Parker, 2008), but as long as it does not “own and operate”, then the 
state is not commercially enterprising in the context of this discussion. In the examples of Hyundai, Samsung 
and Goldstar cited earlier, the Korean government did not own these companies and was therefore playing a 
facilitative role. This is different in say, the British (UK) government owning the post office, or the BBC or 
the Scottish government owning the Highlands and Islands Airports, where the state will be operating as an 
owner and competing commercially with the private sector or other public entities. According to Mazzucato 
(2013), the government steps in not only because the private sector is typically unwilling to finance mostly 
large-scale, risky pioneering investments, but because it sees both commercial potential and strategic 
interests. State owned enterprises are competing with the private sector in industries such as the airlines, 
railways, electricity, water provision and oil and gas the world over. Some, such state entities have been 
nationalised, wholly or partially privatised in a number of countries as the state engages or disengages itself 
as a direct commercial market participant.  
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It should be noted that state participation in market activities on its own is not entrepreneurship. State 
entrepreneurship is realized only when in the process of providing goods and services innovation, proactivity 
and risk taking among other entrepreneurial activities takes place (Link and Link 2009). Chuan-Kai and Shih- 
Chang (2014), note for example that the Chinese version of the developmental state has been to support large 
state-owned enterprises (SOEs) in pillar industries.  These industries, such as the mobile industry were set 
up, owned, operated and protected by the state to enable them to catch up technologically before protection 
was removed on its accession to the World Trade Organisation. The Chinese mobile phone industry became 
the world’s largest mobile phone producer in 2002 (Chuan- Kai and Shih- Chang, 2014) and some chosen 
SOEs succeeded in technological catch-up and became global recognisable brand marketers.   
Fuerlinger et al, (2015) points out that unlike the USA government, the Germany government has always 
played a very active role in the economy and industry was often state–owned. 
 
 Place Table 2 here 
The three different aspects of PSE are summarised in Table 2. The state’s role is to satisfy the civil-political 
needs of the citizen, regulating and facilitating the economic arena to ensure the efficient supply of goods 
and services. The state also find itself playing a strategic role in the commercial supply of goods and services 
wherein, it owns and operates business entities in direct competition with other market forces. It may do so 
in order to ensure that it maximises on its social, political and economic mandates to its citizens.  
 
There is usually resistance to change and an ability to overcome this resistance is a key part of the 
entrepreneurial process. Innovations generate total returns that substantially exceed the rewards to the 
innovator with the community at large capturing at least part of the spill over benefit in the form of general 
economic growth (Legge and Hindle, 2004). These can transform a static economic environment into one 
that is more conducive to economic units engaging in creative and innovative activities in the face of 
uncertainty (Leyden and Link, 2015). Public sector entrepreneurship occurs when the state’s involvement in 
market activities is both innovative and is characterized by entrepreneurial risk taking (Link and Link, 2009). 
Literature indicates that public sector entrepreneurship refers to innovative public policy initiatives that 
generate greater economic prosperity.  
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Conclusion 
The study analysed literature with the aim of coming up with a conceptual construct of Public Sector 
Entrepreneurship. Three categories, civil-political service agent, economic facilitation and administration and 
commercial market participation were isolated from the different roles the state play. Roberts (1992) and 
Currie et al, (2008)’s public sector entrepreneur roles, and the government roles identified by Klein et al, 
(2010) formed the basis of this discussion and definitional outcome. The study added commercial market 
participation to the roles identified in the previous studies. Entrepreneurial governments bring a flexible, 
dynamic and innovative approach to the process by which problems are collectively solved and society’s 
needs are met. According to Morris and Jones, (1999), an active approach by government to administrative 
responsibility includes new sources of revenue, providing education and infrastructure, a continuous attempt 
to apply resources in new ways in order to heighten the efficiency and effectiveness of public sector 
institutions and the purposeful and organised search for innovative changes in public sector organisations 
and operations. This is premised on the fact that the different dimensions of entrepreneurship are 
fundamentally the same regardless of context.  
 
The article’s topic is a very difficult one as it is value laden and deeply politicized. Also, combining an old 
discipline such as public sector politics-management and entrepreneurship, is fraught with many challenges. 
The focus of the discussion is predominantly institutional and on political behaviours. There is, as a result 
limited insight provided on the public-policy-administration interactions in analysing the topic. The article 
isolate government roles and categorise these as a set of entrepreneurial behaviours. This is a concept paper 
which proposes a conceptual definition of PSE. The concept is built on the roles the state plays and on the 
knowledge that the state can be entrepreneurial. The roles categorized are based mainly on management 
sciences literature accessed. Issues on public administration or new public management and its dynamics 
have been left out for future enquiry. As with any other concept, there is room for further development of the 
PSE concept as well as operationalising it.  This is recommended for future research.  
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Table 1 Roles of a public sector entrepreneur 
Title [Role] Description 
Political agent 
Ability to understand, assess and predict the political landscape that shapes the market 
environment where ‘profitable’ opportunities may arise. This is particularly evident 
when there is significant change and turbulence within a market 
Stakeholder 
agent 
Ability to navigate the way through the range of internal and external stakeholders 
with the variety of organizational processes that must be adhered to in order to gain 
wide consent for entrepreneurial development 
Entrepreneurial 
agent 
Ability to identify and exploit opportunities individually or by supporting, motivating, 
manipulating and empowering colleagues to turn innovative ideas into organizational 
‘profit’ through entrepreneurial endeavours. This is evident where there is the 
mechanism to implicitly ‘pull’ innovation and entrepreneurial activity out from the 
organization and align it with the wider business strategy. 
Source: Currie, Humphreys, Ucbasaran & Mc Manus, 2008:1005. 
Table 2. Public sector entrepreneurship (PSE) typologies 
 
Public sector 
entrepreneurshi
p typologies 
 
Description 
 
Examples 
 
Literature sources 
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Civil-political 
service agent 
 
 
Public service 
transformation: - PSE 
aligns new, diverse open and 
collaborative service models 
with new opportunities for 
growth  
- The innovative, proactive 
process of creating value for 
citizens and steering toward 
improved quality of life 
 
  
Smarter procurement, 
mobilising new forms 
of finance, creating 
new digital platforms 
for service planning, 
delivery and new 
engagement with 
stakeholders. 
The aim is to create a 
more efficient and 
effective civil service, 
shaping service  
delivery and enabling 
markets for innovation 
 
Shockley et al., 2006; 
Kearney et al., 2008; 
Roberts 1992; Bernier & 
Hafsi 2007; Weiss 2014; 
Vigoda 2000; Denhardt & 
Denhardt 2000; Mas- 
Verdu et al., 2009; Borins 
2000; Morris & Jones 
1999; Smallbone & 
Welter 2008; Kropp & 
Zolin 2008; Kirby 2003; 
Ozcan & Reichstein 
2009; Yu  1997; Brugidou 
& Diron  2011; Klein et 
al., 2010. 
Economic 
facilitation and 
administration 
 
 
Enabling and empowering 
firms and individuals to 
exploit opportunities: 
 
The development and 
regulation of existing and 
emerging markets. The state 
ensures that entrepreneurs 
and leading researchers are 
appropriately rewarded. 
 
Ensure that the investment 
climate is attractive and 
regulatory regimes manage 
rather than stifle 
entrepreneurship across 
public markets and beyond      
The state creates an 
enabling environment 
for entrepreneurship to 
thrive. 
 
The establishment of 
entrepreneurship 
development 
programmes, such as 
University research 
centres and  innovation 
packs  
 
The enactment and 
implementation of 
intellectual and 
property protection 
laws; public sector / 
state transparency; 
curbing and prosecution 
of corruption 
 
Promotion of private 
sector and citizen 
entrepreneurship 
Klein et al., 2010; 
Smallbone & Welter 
2008; Legge & Hindle 
2004; Benson 2008; 
Wickham 2006; Minnitti 
2008; Yu 1997; 
Schenellenbach 2007; 
Brugidou & Diron  2011   
State as 
entrepreneur 
 
 
Active market 
participation: 
 
The state owns and operates 
business in competition with 
mainly private sector entities 
 
Goods and services are 
supplied by the state in 
“strategic industries” or 
in sectors where profits 
are deemed marginal by 
private sector. Common 
examples are in airlines, 
railways, gas and 
Legge  & Hindle 2004; 
Parker 2008; Luke et al., 
2010; Klein et al 2010; 
Yu 1997; North  1990; 
Mazucatto 2013; Leyden 
& Link 2015; Link & 
Link  2009 
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electricity (Usually 
industries requiring 
large infrastructural 
outlays) 
 
 
 
